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to build

“We are working LU U LELIUL | something that will las




of everyone
within the
organization.”

something that will the individual efforts

transcend

Eric Lane
President & Chief Operating Officer

MEN'S WEARHOUSE®




We’d like you to meet some of those .




IC LUNDBLAD Senior Systems Consultant
; ——
B2 [ takes a special talent and a special type of person
to act as stewmfd‘g_z; the *Universe,” our custom developgs omt—gf—sale svstent.
No one has a cledarerpietire of our customer angs wperations.




DAVE STARBETT Presides

Duave Starrett led the Canadian charge to n
Moores’ ability to quickDy arldopt and adapt best training,
the Men'’s Wearhonse helped this brand achiere strong §
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R N R U R D [ ionals in our organization,
R R X L R L U LD RO is emblematic of our commitinent
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Viee President of Marketing
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WILL SILVEIRA Senior Vice President - Manufacturing

While our store fronts are currently limited to North America, our manufacturing e¢fforts
UL =lobe. Fach year, members of our direct sourcing team descend upon the four corners of the worid
on behalf of our customers to secure the highest quality materials and products arailable.
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To Our Shareholders

Whether you're talking about a person,
a community, a corporation or a country,
the true mark of our lives is our ability

to bounce back trom adversity.”

— George Zimmer




The past year has been a challenging time for The
Men’s Wearhouse (MW) family of brands and for the
retail clothing indusiry at large. The ohsracles 1o our
success were considerable, and the resuliing financial
outcome disappointing. | am confident. however. thar
future results will prove that 2001 was an anomaly.
representing a brief deviatdon from the course we have
charted for our Company.

Particular impact was made during the vear by the
tragic events of September 11, 2001, continued slowing
of the economy. and increased lavoffs and unemplovment
across the United States in the third and fouwrth quarters.

Reduced demand and accelerated and increased
discenmting confronted, and somerimes confounded. those
of us in the tailored and non-tailored clothing markets.
Together. these factors resulted in an overall reduction of
the average number of wansactions per store as well as

the average ticket dollars at our Men’s Wearhouse stores.

doing so. we made measurahle advances toward numer-
ous strategic goals.

The Men’s Wearhouse has historically adhered 1o
conservative financial strategies, even in times when the
market often encowraged more liberal fiscal practices. Our
conservative approach has served us well throughout this
trving economic period and leaves MW well positioned to
actively pursue additional growth opportunities that might
emerge as a result of this extended soft market. It also
enabled the Company to confidently complete scheduled
investients in new and existing locations and infrastruc-
ture, including information rechnology and distribution.

We pressed forward throughout the vear with our
expansion efforts. adding a net 29 new stores to the
MW family in 2001, as well as expanding 26 existing
Men's Wearhouse and K&G stores for a combined total
square footage increase of 12.3 percent, or an additional

one-half million scquare feet.

“The real task at hand is 3%7

These poor operating conditions had a clear and direct
impact on our Company’s financial results. Net sales for
the vear ended Februarv 2, 2002 were $1.27 billion, a
decrease of 4.5 percent from $1.33 billion in 2000. a
53-week vear. While Canadian comparable store sales
increased 4.2 percent for the vear, they were not enough
to offset the 10.2 percent decrease in U.S. comparable
sales for the same period. As a result. net earnings
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dropped from 384.7 million. or $2.00 of diluted earnings
per share. last vear to 343.3 million, or $1.04 of diluted
earnings per share, for 2001.

However, the same marker thar produced obstacles

also created opportunities. and we took fair advanrage.

Listening to Our Instincts

While the challenges of the past vear gave us cause for
reflection and review. [ am pleased to report that even in
the face of weak market conditions, we staved the course

of the Companvy’s core principles and values. And. in

Learning More About Our Customers

A flucruating economy and a changing work environment
were chief among the numerous variables impacting our
customers” buving habits and purchasing decisions
throughout 2001, and thev continue to be influential
moving forward. In response to these issues, we have
recommitted ourselves to The Men’s Wearhouse Basics
of Service, Selection and Cood Value by implementing a
number of strategies throughout the vear.

We are constantly reevaluating and updating our
merchandise mix to better address the evolving needs
for workplace attire. As a result of this vigilance, we
will be increasing our offering of opening price point
merchandise throughout the coming vear to provide
our customers the quality they are seeking at prices
they can afford.

Equally important. we continued our efforts to

update store locations across the counury throughout

2001 ro ensure each customer’s in-store experience is
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consistent with the quality of clothing they are searching

for and the superior level of service they receive.

Leveraging Our Leadership Position

The Men’s Wearhouse made great strides in leveraging
both our leadership positions in formaltwear sales and the
corresponding infrastructure investments throughout our
entire family of brands in 2001.

This year saw the completion of our aggressive
initiative to make our tuxedo rental program available
through more than 370 Men’s Wearhouse locations
across the country. We have begun tapping into the $1.4
billion tuxedo rental market, which has been historically
comprised of local and regional chains. We also began
extending our investment in K&G in a similar fashion by
expanding our women'’s apparel offering to 19 K&G loca-
tions during the vear, primarily in the Atanta, Chicago,

Cincinnati, greater New York and Philadelphia markets.

undisputed lea

While this initiative is still in the early stages of develop-
ment, we are encouraged by the initial results.

Moores Clothing for Men, our Canadian brand,
continued to prosper from the ongoing transfer and
application of sales techniques and merchandising and
marketing strategies that were initially developed by
The Men’s Wearhouse.

The Company was also recognized by Fortune
magazine for the third consecutive year as one of the 100
Best Companies to Work for in America, proving once
again that our strongest asset cannot be found on our
balance sheet. Rather, it is in the more than 10,000
employees who continually strive to ensure the consis-
tency and viability of our brand from store to store, state
to state, and province to province in challenging and
changing times.

I would like to take this opportunity to personally

thank each and every one of them.

Looking to the Future

The only certammty for any company is that its future
will be filled with change, and The Men’s Wearhouse is
no exception. Two changes that occurred within the
Company’s senior management team at the end of the
vear are worthy of particular note.

After more than a quarter century of unparalleled
service and support, Richard Goldman is leaving day-to-
day operations with The Men’s Wearhouse to write a
book and embark on some personal pursuits. While we
will all miss Richie’s wit, insight and presence in the
halls, we wish him the very best.

Simultaneously, David Edwab, with whom The
Men’s Wearhouse enjovs a long and successful history,
has stepped down from his position as Senior Managing
Director with Bear, Stearns & Co., Inc. to extend his
efforts beyond his role on our Board to assist the

Company with its strategic focus on a full-time basis.

€1 in every market we serve.”

As we lock ahead to 2002, several factors give us reason
for considerable optimism. As this report went to press,
the economy is showing signs of improvement for the
first time in more than a year. Our tuxedo rental pro-
gram is now fully in place, positioning the Company to
reap a full year of benefits from a market that was
heretofore untapped.

The vear ahead holds tremendous promise. We
entered it with a renewed and reinvigorated commitment
to our core skills and strategies. All of us at The Men’s
Wearhouse appreciate the confidence you have placed in
our Company, and we pledge to perform to our utmost in
2002. We look forward to realizing our full potential and

sharing its benefits with you. ®




The Men’s Wearhouse family of brands contin
ues to be one of North America’s stronges
retatlers. The success of our Company has bee

predicated on a simple premise: take wha
most men consider a daunting and confusing
task — shopping for clothing — and turn it into

a comfortable and rewarding experience.

8




The Company has been able to successfully
replicate this experience across its family of
three brands — Men’s Wearhouse and K&G stores
in the U.S., and Moores Clothing for Men
in Canada — by leveraging our core compe-
tencies in merchandising, marketing and

training across each of these brands.

9
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“We have managed our processes in such a way thal
we completed 2001 with less inventory at the end
ol the vear than we had at the end of the preceding

VCAr 01 a per square

foot basis.”

| isten ing >> l.earn ing >

“The retail | environment is constantly changing.
To stay at the forefront, vou must be willing to continually
challenge what vou do and why vou doir.”

16




“You have to

But, you also need the courage to keep
what is working.”

LISTENING

David Edwab
Fice Chairman of the Board

LEARNING

Doug Ewert

Executive Vice President &
General Merchandise Manager

LEVERAGING

Charlie Bresler
Executive Vice President

LOOKING

Carole Souvenir
Senior Vice President
Employee Relations

embrace change.

“One of this company’s strongest assets is its ability to
identify talented individuals and to empower them to
grow personally and professionally.”

_everag ing >> l.ook ing =




Listening to the Wants of @ Wandering Marketplace
During the last decade, the number ol specialiy retailers
Itas more than doubled. a rate that is incredibly dispro-
portional 1o population growth in America during the
same period. As a resultc our core customer. a man
from hiz mid-thirtes o mid-fifties, now has more
clothing options available to him than ever hefore.
Add 1o this the ongoing evolution of business casual
and it’s no wonder why his huving patcerns are more
than a litde unpredicrable,

With purchases thatare tvpically need driven. whai
our customer is looking for most is guidance, And. that's
exactly what The Men's Wearhionse is giving him.

Throughout the vear. we continued 1o adjust and
incrcase our mix of non-railored items so that they now
comprise approximately 40 percent of our overall prod-
uct offering. But. more than simply inereasing our casnal

product offering. we're applying the same personalized

“We've issued

serviee that made us an industey leader inmen's formal-
wear to arm our customers with “Casual Know-lHow.”
As a resulte they are making more informed decisions
and the right choices, choices that are having a positive
impaet on their appearance and onr performancee,

Our casual business. which is comprised primarily
of knits and wovens, sport coats. outerwear and related
accessorics. continued o inerease tln'()ug_fh(»ul the vear al
all three brands. This is not only enabling us 0 leverage
our existing clieni base. it is also giving us the opportu-
NIV L0 @ract New customers,

The Company embarked on two additional Initia-
tives during the vear to further increase our reach
with existing customers and our appeal to potential
customers—tapping our customer base elecironicalty
through e-mail and our online presence. and through
the expansion of women's wear 1o 19 K&G locations.

While these initatives are still in their infaney.

we are optimistic about the potential embodied in cach.
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Learning Where Adjustments Bring Value —

and Making Them

Simphv listening 1o our customers is not enough. There
are any number of reasons for doing what's right: doing
what's right for owr customers. doing whar's right
ensure long-term reladonships with our vendors instead
ol short-term gains, doing what's right for our emplovees.
and doing what's vight for our shareholders. And together.
they offer a huge. long-term collective benefir for the
group as a whole.

To do this requires monitoring our efforts and mak-
ing the appropriate adjustments 1o address changes in
the marketplace or the ecconomy. The Men's Wearhouse
instituted numerous changes in light of and in response
to the continued economic downturn of 2001, the results
of which are just now hecoming evident.

Throughout the vear. we managed the components

al onr nfrastracture that are most vaviable in nature very

lenge:

tenaciously with a keen focus on maximizing productiv-
ity az opposed (o simply controlling or eliminating costs.
Marketing. store level pavroll and inventory manage-
ment were the keyv areas affected by these efforrs.

I spite of making the necessary adjustments 1o
bring the investment in each of these aveas in line wich
the sluggish economic envivomment that marked the
vear. we were stll able 1o make significant advances on
a number ol fronts. We anticipate these advances will
deliver numierous ongoing dividends,

Three of these advances are of particatar note. We
continued our efforts to update our in-store look at Men's
Wearhouse locations across the country. as part of our
ongoing strategy 1o ensure each customer’s in-store expe-
vienee is consistent regardless of which region they are in.

We also began promoting our online presence,
metswearhouse.com, in television conunercials through-
out the vear, By emulating our in-store experience online.

we have been able 1o tap a new and growing audience




and to equip them with a valuable online resource for
making more informed decisions on clothing. etiquette
and an increasing number of related topics.

Equally important, as part of an ongoing initiative
to strengthen the bond with our customers and to
improve our service to them at every level, we have
begun deploying an integrated series of strategies
directed at increasing the impact of our lovalty pro-

gram at all of our store locations, as well as online.

Leveraging Our Investments
We are continually seeking out opportunities to lever-
age our extensive investment in infrastructure in ways
that increase the value we deliver to our customers and,
in turn, the value we deliver to our shareholders.

The expansion of our tuxedo rental program to
more than 370 Men’s Wearhouse locations during 2001

is the most obvious reflection of this commitment.

Looking Ahead

A single tenet guides all of our actions at The Men's
Wearhouse, “If you think that all of the hard work is in
the past, then you have no future.” It is precisely this
attitude that has enabled the Company to triumph over
one of the most challenging vears in the Company's
28-year history.

Our conservative financial strategies not only
allowed us to press forward with all of our expansion
plans during 2001, they have positioned us to capitalize
fully on real estate and asset acquisition opportunities
should they present themselves in the coming year as a
result of this prolonged downturn.

Our ability to execute our expansion plans and all
of our related support strategies have placed The Men’s
Wearhouse in the perfect position to capitalize on the
economic rebound as it occurs, and to gain significant

mind and market share in the process.

Do d E@b ﬁhatﬁs W()f[hy of your peers.”

We will extend the program to an additional 125 stores
by the end of the first quarter of 2002.

Tuxedo rentals currently account for slightly more
than one percent of our total revenue mix at our Men’s
Wearhouse stores. We expect this amount to increase
significantly as the program becomes established and it
begins receiving active marketing support.

The value of this program is three-fold. Once
matured, it will deliver the potential for a significantly
higher profit margin than owr traditional retail operations.
It provides additional value to our existing client base
while driving new traffic through our stores. And, it is a
huge, highly fragmented market that has been tradition-
alty served by local and regional chains and independent
retailers, and as such, has no dominant national leader.

We will continue to aggressively pursue opportu-
nities that allow us to build on our core businesses and
to improve our product offerings and position within

the marketplace.
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Difficult decisions arose throughout the vear, and we
made them. The vear presented obstacle after obstacle, and
we averted each of them. And, it was our ability to deal
with these issues and still hold true to our Company’s
core principles and values that enabled us to continue
building momentum and making progress in reaching
our long-term objectives throughout the vear. This com-
mitment and capacity will continue to serve us well in
the vear to come, regardless of the economic conditions.

As we continue moving ahead, we are demanding
the very best from ourselves and we ask that our share-
holders do the same. We have emerged from a very
tumultuous yvear stronger, more focused and recommit-
ted to our core principles of Service, Selection and Good
Value, all of which leaves us better positioned to meet the
evolving needs of every market that we now serve.

We look forward with vou to a vear of unparalleled
potential, intent on exploiting each opportunity to build

on all of our past achievements. =




Netll B DDaowds
Frecutive Viee President.

Chief Finaneial Officer & Treasurer




Hinancial Letter

If you are in business for amy period of time, you
quickly discover thai economic storms are inevitable
and that your organization will be forced to weather its
fair share of them. The true measure of a company’s
success is its ability to not only endure these storms but
to emerge stronger as a result of them. While The Men’s
Wearhouse has been a public company a relatively short
time, the organization is more than a quarter century old
and enjoys a proud history of facing unique challenges
and overcoming all types of economic obstacles.

However, 2001 was unique in terms of the vari-
ables that came together to present a volatile
environment that no one could have predicted. Our
focus on building a sound financial foundation has
enabled us to consistently produce favorable operating
results, regardless of the economic environment, and it
is precisely this foundation that enabled The Men’s
Wearhouse to produce solid results in a vear marked by
such rampant turmoil and upheaval.

The same foundation that provided us with the
strength to withstand this turbulent vear continues
to provide the Company with the necessary financial
flexibility to continuously monitor our business and to
make the necessary modifications to address fluctuations

in the marketplace as they occur, not after the fact.

And, the financial agilitv that is brought about by
this strong foundation continues to provide the Company
the freedom to pursue opportunities on every front and to
capitalize on those that make the most long-term sense
for our organization.

Our business at The Men’s Wearhouse is not com-
plicated and we feel swongly that our financial
statements should not be complicated either. We have
done our best to present our performance in a straight-
forward manner that is easy ro understand in an effort to
enable vou to better understand our business fundamen-
tals and to provide a true measure of our performance
relative to the other participants within our sector.

We believe wholeheartedly that no other competitor
comes close to offering the stability and potential found
within our Company. We think vou will agree once you have
had the opportumity to review our financial statements.

We encourage vou to take the time to review them
thoroughly, and we urge vou to contact us should you

have any questions.

Sincerely,

et AN
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The following selected statement of earnings and balance sheet information for the fiscal vears indicated has heen derived from
The Men's Wearhouse. Inc. (the “Company™) audited consoliduted financial statements. The Selected Finaneial Dara shounld be read
in conjuncrion with “Management's Discassion and Analysis of Financial Condition and Results of Operations™ and the Consolidated
Financial Statements andd notes thereto. References herein to vears are o the Company's 52-week or 33-week fiscal year. which ends
on the Saturday nearest Jauuary 31 in the following calendar vear. For example. veferences to 220017 mean the fiscal vear ended
February 2, 2002, All fiscal vears for which financial informadion is included herein had 52 weeks. except 2000 which had 53 weeks.

Financial and operating data for all periods presented veflect the retroactive effeet of the February 1999 combination with
Moores Retail Group Ine. ("Moores™) and the June 1999 combination with K&G Mens Center, Ine. ("K&GT). both accounted for
as a pooling of interests (sce Note 2 of Notes to Consolidated Financial Statements). The pro forma 1999 statement of cavnings data

excludes the non-recurring charges related 1o these combinations.

The statements in this annual report that relate o future plans. evenis or performance are forward fooking statements. The forward
looking statements are made pursuant 1o the Safe Harbor provisions of the Private Securities Litigation Reform Acet of 1995, These for-
ward looking statements may be significantly impacted by various factors. ineluding domestic and international economic activiry and
milation. the Company’s successful execution of internal operating plans and new store and new market expansion plans. performance

issues with key suppliers. severe weather. foreign curreney Huctuations. government export and import policies and legal proceedings

and other Tactors deseribed herein and in the Company’s annual report on Form 10-K for the vear ended Fehruary 2. 2002
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SELECTED FINANCIAL DATA

(Dollars and shares in thousands, except per share and per square foot data)

PRO FORMA
1997 1998 1999 1999 2000 2001
Statement of Earnings Data:
Net sales $875,319 | $1,037,831 | $1.186,748 | $1,186,748 | $1.333.501 | 81,273,154
Gross margin 315,169 377,834 438,966 438,966 514,666 451,111
Operating incotne 74,333 95,045 100,931 115,638 141,158 73.841
Earnings before extraordinary
item 37.334 50,142 55,957 67.188 84,601 43.276
Earnings per share of common
stock before extraordinary
item(:
Basic $ 09518 1.23 18 1.34 | 8 1.61 |3 203 |9 1.06
Diluted % 093 1% 1.19 | 8 1.32 | 8 1.58 | § 200 |8 1.04
Weighted average shares
outstanding(t) 39.194 40,738 41,848 41,848 41,769 40,997
Weighted average shares
outstanding plus dilutive
potential common shares(!) 42.275 42,964 42,452 42 452 42 401 41.446
Operating Information:
Percentage increase/(decrease)
in comparable US store sales(®) 9.2% 9.6% T.7% .3% (10.2)%
Percentage increase in
comparable Canadian store
sales(2) 4.5% 2.1% 0.3% 8.3% 4.2%
Average square foortage—all
stores(3) 5,868 6.146 6,193 6.520 7,046
Average sales per square foot
of selling space(*) S 378 | & 384 | S 400 $ 406 | 8 336
Number of stores:
Open at beginning of the period 460 526 579 614 651
Opened 65 65 54 39 32
Acquired 6 4 — 1 —
Closed (5) (16) (19) (3) (3)
Open at end of the period 526 579 614 651 680
Capital Expenditures $ 31,825 (§ 53,474 (S 47,506 8 79411 |8 64,777

JANUARY 31,

JANUARY 30,

JANUARY 29,

FEBRUARY 3,

FEBRUARY 2,

1998 1999 2000 2001 2002
Balance Sheet Information:
Working capital $234.376 $230.624 $280.251 $316.213 $301,935
Total assets 500,371 535,076 611.195 713,317 717,869
Long-term debt(®) 107,800 44,870 46,697 42,045 37,740
Shareholders’ equity 261,357 351,455 408,973 494,987 509,883

(1)

Adjusted to give effect to a 30% stock dividend effected on June 19, 1998,

(2) Comparable store sales dateis caleuluted by excluding the net sales of « store for anyv month of one period if the store was not open

throughout the same monih oft/u’przorpr 2riod. Fiscal
Average square footage—all stores is calculated by dividing the total square footage for all stores open at the end of the period by the

3)

nuntber of stores opeit at the end of such period.

ar 2000 is calerdated an a 532-week basis.

(4)
(5)

Average sales per square foot of selling space is calculated by dividing total selling square footage for all stores open the entire year
into tolal sales for those stores.

Junwary 31, 1998 balonces include the 51/4% Convertible Subordinated Notes Due 2003, In August 1998, the Company gare notice
to the holders of its outstanding 51/4% Convertible Subordinated Notes (the “Notes™) that the (om/)rlm would redeem the Notes on
September 14, 1995, As a re sult, $36.5 million principal aimount of the Notes was converted (ngo 1.6 million shares of the Company’s
common stock and $20.7 million ])Illl( ipal amount iwas redeemed for an aggregate r)fS_’/ 3 million. An urmnr(/uuu) charge of
$0.7 million. net of tax benefit of 0.5 million, related to the early re /uemeul of the Notes in Jiscal 1998 was recognized.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

CENERAL

The Men's Wearhouze opened irs first store in Houston. Texas in
August 1973, The Company combined with Moores Retail
Groap Ince. {("Moores"} in February 1999 and with K&G Men's
Center, Ine. ("K&GT) in June 1999, with both combinations
accounted for as a pooling of interests (see Note 2 of Notes 1o
Consolidated Financtal Statements). At February 2. 2002, we
operated 567 stores in the United States and 113 stores in
Canada. We opened 54 stores in 1999, 39 s1o0res in 2000 and
32 stores in 2001 in addition. we acquired one store in 2000,
Expansion is generally continued within a market as long as
management believes 10 will provide profitable incremental
sales volume. Historically. this growth has resulted in significant
increases in net sales and has also contribured to increased net
carnings. However. in 2001, we experienced decreases in net
sales and net eamings as a result of the declining US economy
and the effects of the events of September 11, 2001 (see
“Results of Operations” discussion herein).

Like most retailers. our business is subject 10 seasonal
Muctnations. Historically. more than 30% of our net sales and
more than +5% of our net earnings have been generated during
the fourth quarter of each vear. Because of the seasonality
ol our business. results for anv quarter are not necessarily
indicative of the resulis that may be achieved for the full vear.

We currently intend to continue our expansion in new
and existing markets and plan to open approximately 20 new
Men's Wearhouse stores and five new K&G stores in 2002
and to expand and relocare approximarely 24 existing Men's
Weuarhouse stores and up 1o five existing K&G stores. The
average cost (excluding telecommunications and point-of-sale

equipment and invenrory) of opening a new store is expected to

24

be approximately 0.3 million for a Men's Wearhouse store and
approxinmarely 30.6 million for a K&G store in 2002,

We have closed 25 stores in the three vears ended
February 2. 2002, Generally. in determiining whether 1o close
g store.

we consider the store’s historical and projected

performance and the continued  desirabiliy: ol the store’s

location. In determining store contribution. the Company

considers net sales. cost of sates and other direct store costs.
but excludes buving costs. corporate overhead. depreciation
and wortization, {inancing costs and advertising. Store
performance is continually monirored and. occasionally, as
neighborhoods and shopping areas change. management mav
determine that it is in our best interest to close or relocate a
store. In 1999, four of the stores closed were stores acquired in
January 1997 that were closed as part of our efforts ro integrate

and develop our operations that target the more price sensitive

clothing customer. Of the remaining 15 stores closed in 1999,
two were closed due 1o substandard performance or lease
expiration and 13 were closed ro eliminate duplicarte store sites
following the combinations witlhh Moores and K&G. In 2000.
three stores were closed due 10 substandard performance. In
2001, three stores were closed due to substandard performance
or fease termination,

CRITICAL ACCOUNTING POLICIES

The preparation of our consolidated (inancial sratements
requires the appropriate application of accounting policies in
accordance with generally accepred accounting principles.
In many instances. this also requires management to make
estimates and assumptions about future evenrs that affect the

amounts and disclosures ineluded in our financial statements.




We base our estimates on historical experience and various
assurmptions that we believe are reasonable under the
circurmnstances. However, since future events and conditions and
their effects cannot be determined with certainty, actual results
will differ from our estimates, and such differences could be
material to our financial statements.

Our accounting policies are described in Note 1 of Notes
to Consolidated Financial Statements. We consistently apply
these policies and continuously evaluate the reasonableness of
our estimates in light of actual events. Historically, we have
found our accounting policies to be appropriate and our
estimates and assumptions reasonable. We believe our critical
accounting policies and our most significant estimates are those
that relate to inventories and our estimated liabilities for the
self-insured portions of our workers’ compensation and
emplovee health benefit costs.

Our inventory is carried at the lower of cost or market.
Cost is determined on the first-in, first-out method for
approximately 74% of our inventory and on the retail inventory
method for the remaining 26%. Our inventory cost also includes
estimated procurement and distribution costs (warehousing,
freight, hangers and merchandising costs) associated with the
inventory, with the balance of such costs included in cost of
sales. We make assumptions, based primarily on historical
experience, as to items in our inventory that may be damaged,
obsolete or salable only at marked down prices and reduce the
cost of imventory to reflect the market value of these items. If
actual damages, obsolescence or market demand is significantly
different from our estimates, additional inventory write-downs

could be required. In addition, procurement and distribution

costs are allocated to inventory based on the ratio of annual

product purchases to average inventory cost. If this ratio were
to change significantly, it could materially affect the amount of
procurement and distribution costs included in cost of sales.
We self-insure portions of our workers” compensarion and
employee medical costs. We estimate our liability for future
payments under these programs based on historical experience
and various assumptions as to participating emplovees, health
care costs, number of claims and other factors. We also
use actuarial estimates with respect to workers’ compensation.
If the number of claims or the costs associated with those
claims were to increase significantly over our estimates,
additional charges to earnings could be necessary to cover

required pavments.

RESULTS OF OPERATIONS

The following table sets forth the Company’s results of opera-

tions expressed as a percentage of net sales for the periods

indicated:
FISCAL YEAR 1999 2000 2001
Net sales 100.0% | 100.0% | 100.0%
Cost of goods sold.

including buying and

0CCUPAnCy COSts 63.0 61.4 64.6
Gross margin 37.0 38.6 35.4
Selling, general and

administrative expenses 27.2 28.0 29.6
Combination expenses 1.3 —
Operating income 8.5 10.6 5.8
Interest expense, net 0.2 0.1 0.2
Earnings before

income taxes 8.3 10.5 5.6
Income taxes 3.6 4.2 2.2
Earnings before

extraordinary item 4.7% 0.3% 3.4%




2001 Compared with 2000  The following table presents a
breakdown of 2000 and 2001 nec sales of the Company by

stores open in each ol these periods (in millions):

NET SALES

INCREASE/
STORES 2000 2001 (DECREASE)
32 stores opened
in 2001 S — S 207 S 207
0 stoves opened or
acquired in 2000 37.0 744 306.3
Stores opened
hefore 2000 1.205.0] 1.172.1 (123.8)
Total $1.333.518%1,273.2 3 (60.3)

The Company’s net sales decreased 5003 million. or
+.5%. 10 51.273.2 million for 2001 due primarily to decreased
sales in U8 srores open prior 1o fiscal vear 2000, offser by
inereased sales from stores opened in 2000 and 2001,
Comparable store sales (which are caleulated by excluding the
net sales of a store for any month of one period if the store was
not open thronghont the same month of the prior period) for
2001 decreased 10.2% in the U'S and increased 4.2% in

Canada from 2000, The decrease in comparable sales for the

US stores was due mainly 1o the declining US economy. Sales of

men's tatlored apparel are particularly affected since buving
patterns for men are constdered 1o be more diseretionary than
those in other apparel aveas. The negative effect of the terrorist
events of Seprember 110 2001 on retail and numerous other
business sectors also contribured 1o the decline.

Gross margin decreased S63.0 million. or 12.3%. ro
S451.1 million in 2001, As a percentage of sales. gross margin
decreased from 38.6% in 2000 w 35.4% in 2001, This decrease
in gross margin predominately resulted from an increase in
occupancy cost (which is relatively constant o a per store
busis) as a pereentage of sales and w larger pereentage of the
sales mix being contributed by our lower margin K&G brand.

Selling. general and administrative ("SG&AT) expenses.
as a percentage of sales. were 20.6% in 2001 compared 10 28.0%
in 2000. with SG&A expenditures increasing by $3.8 million

or 1.0% to 83773 million. On an absolute dollar basis. the

principal componentz ol SC&A expenses increased primarily

due 1o our growth in number of stores and increased
infrastructure support costs. As o percentage of sales.

advertising expense  decreased from 52% to 4.8%. store

salaries increased from 11.1% o 11.4% and other S
expenses increased from 11.7% 10 13.4%,

Inrerest expense, net of interest income, increased from
$0.8 willion in 2000 1o $2.9 million in 2001. Weighted average
borrowings outstanding inereased $15.4 million from the prior
vear (o 3053 million in 2001, and the weighted average
interest rate on outstanding indebtedness decreased from 7.1%
10 5.4%. The inerease in the weighted average borrowings
resulied primarity from increased short-term borrowings under
our credit facilities. The decrease in the weighted average
interest rate was due primarily 1o decreases during 2001 in the
LIBOR rate. Interest expense was offset by interest income from
the investment of excess cash of $2.8 million in 2000 and
S0.8 million in 2001, See “Liguidity and Capital Resources™
discussion herein.

Our effective income rtax rate for the vear ended
Februaey 2. 2002 was 39.0% compared 10 39.7% for the prior
vear. The effective tax rate was higher than the statutory federal
rate of 35% primarily due to the effect of srate income taxes.
factors resulied in 2001 ner

These earnings  of

S43.3 million or 3.4% of ner sales. compared with 2000 net

carnings of 584.7 million or 6.3% of net sales.

2000 Compared with 1999  The {ollowing table presents u
breakdown of 1999 and 2000 net sales of the Company by

stores open in each of these periods (in millions):

NET SALES

STORES 1999 2000 INCREASE
+0 stores opened or
acquired in 2000 S — 1S 376 $ 37.6

54 stores opened
in 1009 405 126.3 76.8
Stores opened

hefare 1990 1.137.21 1.169.6 32.4

$146.8

Total $1.186.7 | $1,333.5

Our net sales increased $146.8 million. or 12.4%. 1o

51.333.5 willion for 2000 due primarilyv to sales resulting from




the increased number of stores and increased sales at existing
stores. Sales also increased as a result of the additional week
in 2000, a 53-week vear. Comparable store sales for 2000,
calculated on a 52-week to 52-week basis, increased 3.3% in
the US and 8.3% in Canada from 1999.

Gross margin increased $75.7 million, or 17.2%, to
$514.7 million in 2000. As a percentage of sales, gross margin
increased from 37.0% in 1999 to 38.6% in 2000. This increase
in gross margin resulted mainly from a decrease in product
costs as a percentage of sales, offset partially by an increase in
OCCUPANCY COSLS.

Selling, general and administrative (“SG&A™) expenses,
as a percentage of sales, were 28.0% in 2000, a 0.8% increase
from the prior vear, while SG&A expenditures increased by
$50.2 million to $373.5 million. On an absolute dollar basis,
the principal components of SG&A expenses increased primarily
due to our growth. As a percentage of net sales, advertising
expense decreased from 5.4% to 5.2%, store salaries increased
from 10.6% to 11.1% and other SG&A expenses increased from
11.2% to 11.7%.

Interest expense, net of interest income, decreased from
$2.6 million in 1999 to $0.8 million in 2000. Weighted average
borrowings outstanding decreased $11.1 million from the prior
vear to $49.9 million in 2000. and the weighted average
interest rate on outstanding indebtedness increased from 6.8%
to 7.1%. The decrease in the weighted average borrowings
resulted primarily from payments on long-term debt and
reduced short-term borrowings under our credir facilities. The
increase in the weighted average interest rate was due primarily
to increases during 2000 in the LIBOR rate. Interest expense
was offset by interest income from the investment of excess cash
of $1.6 million in 1999 and $2.8 million in 2000. See
“Liquidity and Capital Resources” discussion herein.

Our effective income tax rate for the vear ended
February 3, 2001 was 39.7% and 43.1% for the prior vear. The
effective tax rate was higher than the statutory federal rate
of 35% primarily due to the effect of state income taxes, the
nondeductibility of a portion of meal and entertainment

expenses and, in 1999, nondeductible transaction costs.
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These factors resulted in 2000 earnings before
extraordinary item of $84.7 million or 6.3% of netr sales,
compared with 1999 earnings before extraordinary item of
$56.0 million or 4.7% of net sales. Our earnings before
extraordinary item, as veported and after the effect of
non-recurring charges related to the combinations with Moores
and K&G in 1999, were as follows (in thousands, except per

share amounts):

FISCAL YEAR 1999 2000
Earnings before extraordinary
item, as reported $55,957 | $84,661
Combination expenses:
Transaction costs, net of
tax benefit of $633 7.074 —
Duplicative store closing costs,
net of tax benefit of $2,471 3,599 —
Litigation costs, net of tax
benefit of $372 558
Earnings before extraordinary item
and non-recurring charges $67,188 | $84.,601
Diluted earnings per share before
extraordinary item, as reported § 1.321% 200
Diluted earnings per share before
extraordinary item and
non-recurring charges § 1.58|% 2.00

LIQUIDITY AND CAPITAL RESOURCES

We have a revolving credit agreement with a group of
banks (the “Credit Agreement”) that provides for borrowing
of up to $125 million through February 5, 2004. Advances
under the Credit Agreement bear interest at a rate per
annum equal to, at our option, the agent’s prime rate or the
reserve adjusted LIBOR rate plus a varying interest rate
margin. The Credit Agreement also provides for fees
applicable to unused commitments. As of February 3, 2001
and February 2, 2002, there was no indebtedness outstanding
under the Credit Agreement.

The Credit Agreement contains various restrictive and
financial covenants, including the requirement to maintain a
minimum level of net worth and certain financial ratios. The

Credit Agreement also prohibits payment of cash dividends on




our common stock. We are in compliance with the covenants in
the Credit Agreement.
In addition. we have two Canadian credit facilities: a

rl-\‘()l\-‘ing credit agreement which provides for l)()mm‘iuga up (o

Can$30 million (LSS

19 niillion) through February 5. 200+

and a term credit agreement under which we  horrowed
Can® million {US$47 million) in February 1999, The

termt borrowing is pavable in quarterty installiments of Cans0.9
miltion  (Us50.6 million) beginming May 1999, with the
remaining unpaid principal pavable on February 5. 2004, The
effective interest rate for the term borrowing was 6.3% and
2.8% at February 3. 2001 and February 2. 2002, respectively.
Covenanrs and intervest rates are substantiallv similar 1o those
contained in our Credit Agreement. As ol February 3. 2001 and
February 2. 2002, diere was US545.2 million and USS40.1
million outsranding under these credit agreements. respectively.,

Ouwr primary sources of working capital are cash flow

from operations and borrowings uuder the Credit Agreement.

We had working capital of $280.3 million. $316.2 million and
$301.9 million at the end of 1999, 2000 and 2001, respectively.
Historically, our working capital has been at its lowest level
in January and Februarv. and has increased dhrough November
as inventory buildup iz financed with both short-term and
fong-rerm horrowings in preparation for the fourth quarter
setling season.

Our operating activities provided net cash of $101.3
million. $94.7 million and 852.3 million in 1999, 2000 and
2001, respectively. These amonnts resulted mainty from net
earnings plus depreciation and amortization and increases in
liabilities. offser by inereases in inventories and other assets
and, 10 2001 a decrease in income taxes pavable. The increase

in tnventories of $15.7 million in 1999, 836.6 willion in 2000

and $22.8 million in 2001 resulted from the additon of

inventory for new and acquired stores and stores expected ro he
opened shortly after the vear-end. hackstocking and the
purchase of fabric used in the divect sourcing of inventory,
Other assets increased primarily due to inereased investment in
tuxedo rental merchandise. while income taxes pavable

decreased in 2001 mainly due 1o reduced earnings.
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Our investing activities used net cash of $43.9 million,
$83.4 million and $06.4 million in 1999, 2000 and 2001,
respectively. due mainly o capital expenditures of $47.5 million,
S79.4 million and $0+4.8 million in 1999, 2000 and 2001.
respectively. The following table details our capital expenditures

{in millions):

1999 2000 2001
New store construction $17.2 $15.9 | $13.3
Relocation and remodeling

of existiug stares 13.5 23.9 27.8
Informarion technology 9.3 18.2 13.2
Distribution facilities +.0 10.0 0.4
Other 3.5 6.4 4.1

Total S47.5 $79.4 | $64.8

Property additions relating to new stores include stoves in
variows stages of completion at the end of the fiscal vear (one
store at the ead of 1999 two stores at the end of 2000 and three
stores at the end of 2001}, Our expenditures for the relocation
and remodeling of existing stores have increased as we have
opened fewer new stores.

In acddition. in 1999 the Company purchased the minority
interests in certain K&G stores for $2.1 million. We also had
S0.0 million cash provided from investing activiries in 1999
from net maturities of shorti-term investments.

In March 2002, we entered into agreements for the
license. implementation and maintenance of several software
applications  developed and owned by a third party. The
applications subjeet o the agreements relate 1o transaction
processing ussociared with purchasing, disrributing and retail
sales of merchiandise. as well as 1ools necessary 1o plan those
activities and evaluate actual performance. We expect the
phased tmplementation of these sofrware applications to take
place over the next 36 months and uliimarely tead 1o a common
svstenn across all of our brands,

During 2002, we expect 1o incur approximately $6 million
for software and related implementation costs and similar

amounts in each of the subsequent two vears. The timetable

with respeet o this implementation is within our discretion.




We used net cash in financing activities of $10.5 mil-
lion in 1999, $4.7 million in 2000 and $30.7 million in 2001
mainly for net payments of long-term debt and purchases
of teasury stock. In January 2000, the Board of Directors
authorized the repurchase of up w one million shares in the
open market or in private transactions, dependent on the
market price and other considerations. On January 31, 2001,
the Board of Direcrors authorized an expansion of the stock
repurchase program for up to an additional two million shares
of our common stock. During 2000 and 2001, we repurchased
335,000 and 1,185,000 shares of our common stock under this
program at a cost of $7.9 million and $30.4 million, respectively.

During 2000, in connection with the share repurchase
program, we issued three separate option contracts under which
the contract counterparties had the option to require us to
purchase 650,000 shares of our common stock at specific strike
prices per share. We received premiums of 80.9 million for
issuing these contracts, all of which expired unexercised.

Our primary cash requirements are to finance working
capital increases as well as to fund capital expenditure
requirements which are anticipated to be approximately
$36.0 million for 2002. This amount includes the anticipated
costs of opening approximately 20 new Men's Wearhouse stores
and five new K&G stores in 2002 at an expected average cost
per store of approximately 80.3 million for the Men’s Wearhouse
stores and approximately 80.6 million for the K&G stores
{excluding telecommunications and point-of-sale equipment
and inventory). The balance of the capital expenditures for
2002 will be used for telecommunications, point-of-sale and
other computer equipment and systems and store relocations,
remodeling and expansion. The Company anticipates that each
of the approximately 20 new Men’s Wearhouse stores and
each of the approximately five new K&G stores will require, on
average, an initial inventory costing approximately $0.5 million
and $1.0 million, respectively (subject to the same seasonal
patterns affecting inventory at all stores), which will be funded
by our revelving credit facility. trade credit and cash from
operations. The actual amount of furure capital expenditures

and inventory purchases will depend in part on the number of
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new stores opened and the terms on which new stores are
leased. Additionally, the continuing consolidation of the men’s
tailored clothing industy and recent financial difficulties of
significant menswear retailers may present us with opportunities
to acquire retail chains significantly larger than our past
acquisitions. Any such acquisitions may be undertaken as an
alternative to opening new stores. We may use cash on hand,
together with cash flow from operations, borrowings under the
Credit Agreement and issuances of equity securities, to take
advantage of significant acquisition opportunities.

We anticipate that our existing cash and cash flow from
operations, supplemented by borrowings under our various
credit agreements, will be sufficient to fund planned store
openings, other capital expenditures and operating cash
requirements for at least the next 12 months.

In conneciion with our direct sourcing program, we may
enter into purchase commitments that are denominated in a
foreign currency (primarily the Euro). We generally enter into
forward exchange contracts t reduce the risk of currency
fluctuations related to such commitments. As the majority of
the forward exchange contracts are with five financial
institutions, we are exposed to credit risk in the event of
nonperformance by these parties. However, due to the
creditworthiness of these major financial institutions, full
performance is anticipated. We may also be exposed to market
risk as a result of changes in foreign exchange rates. This
market risk should be substantially offset by changes in the

valuation of the underlying transactions.

OTHER MATTERS

In January 2000, we formed a joint venture company
(“Chelsea™) for the purpose of developing a new point-of-sale
software svstem for the Company and after successful
implementation, exploring the possibility of marketing the
svstem to third parties. Under the terms of the agreement
forming Chelsea, we owned 50% of Chelsea and a director and
officer owvned 50% with the understanding that the officer
would assign, either directly or indirectly, some of his interest in

Chelsea to other persons involved in the project. The point-of-




sale systemn was developed and snccessfully deploved by 1he
Company during 2000 and 2001, From January 2000 through
March 2002, we funded and recognized as expense all of the

S omillion. On

operating costs of Chelsea. which ageregated S
Mareh 31,2002, Chelsea sold substantially all of its asses 10 an
mnrelated company regularly engaged in the development aud
licensing of soltware to the retail industry. In connection with
the sale. a former emplovee of Chelsea Liled suit attempiing 10
enjoin the sale and alleging thar he owned or was othersise

entitled to part of the officer's inwrest in Chelsea and alleging

that the Company conspired with the officer 1o deprive him of

such interest. This suit was setded in connection with 1he
sale by paving the claimant o portion of the sale proceeds:
concurrentlv. in conneerion with the settlement. the officer
assigned his remaining interest i Chelsea to us and received
none of the proceeds. As a result of the sale by Chelsea. and
after giving effect 1o the sectlement of the Tawsuit. the
Company received a net amount of 37.0 million. Approxinately
54.5 million of this amount will be recognized as a prerax gain
by the Company pending the resolution over the next 12 months

of certain indemnification provisions related 1o the assets sold.

IMPACT OF NEW ACCOUNTING
PRONOUNCEMENTS

I June 20000 the Financidl Accounting Standards Board
{“FASB™) issued two new pronouncements: Statements of
Financial  Accounting Srandards Noo 1410 “Business
Combinations” ("SEFAS 1417 and No. 1420 ~Goodwill and
Other Intangible Azsets™ ("SFAS 142730 SFAS 141 vequires
all business combinations completed alter June 30, 2001 o

be accounted for wsing the purchaze method and eliminates

the pooling of interests method. SFAS 142 eliminares the

amaortization of goodwill and indefinite-lived intangible assers
and is effective for fiscal yvears beginning afrer December 15.
2001, We will adopt SFAS 142 at the beginning of fiscal
2002, which will eliminate approximately 32,8 million of
amortization expense related 1o the $35.0 million unamortized
cost of such assets as of February 2.0 2002, Amortization
expense recognized in fiscal 2000 and 2001 for these assers
was 83.2 million and $2.8 million. respectively. Based on the
vesults of our preliminary evaluation of the impairment testing
provisions of SFAS 142, we do not expect the adoption of this
statement o have a material effect on our financial posicdon or
vesults of operations in the foresecable future.

In June and August 2001, the FASB issued Statement
Noo 143, “Aceanuting for Asset Retivement Obligations™ ("SFAS
14370, and Statement Noo T4+, “lpaiement or Disposal of
Long-lived Aszets” ("SFAS [447). SFAS 143 addresses the
accounting and reporting lor obligations associated  with
the vetirement ol tangible long-lived assets and the associared
petivement costs and is effective for fiscal vears beginning after
June 1502002, SFAS 144 provides a single accounting moded
for the impairment or disposal of long-lived assets and is
effective for fiscal vears beginning afrer December 15. 2001, Our
adoption of these statements is not expected 1o have a material

impact on our finaneial position or results of operations.

INFLATION

The impact of inflation on the Company has been minimal.

FORWARD-LOOKING STATEMENTS

Certain =tatements made herein and in other public filings

and veleases by the Company contain “forward-looking”




information {as defined in the Private Securities Litigation
Reform Act of 1995) that involve risk and uncertainty. These
forward-looking statements may include. but are not limited to,
future capital expenditures, acquisitions (including the amount
and nature thereof), future sales, earnings, margins, costs,
number and costs of store openings, demand for clothing,
market trends in the retail clothing business, currency
fluctuations, inflation and various economic and business trends.
Forward-locking statements mav be made by management
orally or in writing, including, but not limited to, this
Management’s Discussion and Analysis of Financial Condition
and Results of Operations section and other sections of our
filings with the Securities and Exchange Commission under the
Securities Exchange Act of 1934 and the Securities Act of 1933.

Actual results and trends in the future mav differ
materially depending on a variety of factors including, but not
limited to, domestic and international economic activity and
inflation, our successful execution of internal operating plans
and new store and new market expansion plans, performance
issues with kev suppliers, severe weather, foreign currency
fluctuations, government export and import policies and legal
proceedings. Future results will also be dependent upon our
ability to continue to identify and complete successful expansions
and penetrations into existing and new markets and our ability

to integrate such expansions with our existing operations.

QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

We are subject to exposure from fluctuations in U.S.
dollar/Euro exchange rates. As further described in Note 8 of

Notes to Consolidated Financial Statements, we utilize foreign
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currency forward exchange contracts to limit exposure to
changes in currency exchange rates. At February 2, 2002, we
had 20 contracts maturing in varving increments to purchase
an aggregate notional amount of $16.9 million in foreign
currency, maturing at various dates through January 2003. At
February 3, 2001, we had 30 contracts maturing in varying
increments to purchase an aggregate notional amount of
$26.5 million in foreign currency. Unrealized pretax losses on
these forward contracts totaled approximately $1.2 million
at February 2, 2002 and approximately $0.6 million at
February 3, 2001. A hypothetical 10% change in applicable
February 2, 2002 forward rates would increase or decrease this
pretax loss by approximately $1.6 million related to these
positions. However, it should be noted that any change in the
value of these contracts, whether real or hypothetical, would be
significantly offset by an inverse change in the value of the
underlying hedged item.

Moores conducts its business in Canadian dollars. The
exchange rate between Canadian dollars and U.S. dollars has
fluctuated over the last ten vears. If the value of the Canadian
dollar against the U.S. dollar weakens, then the revenues and
earnings of our Canadian operations will be reduced when they
are translated to U.S. dollars. Also, the value of our Canadian
net assets in U.S. dollars mav decline.

We are also subject to market risk due to our long-term
floating rate term loan of $40.1 million at February 2, 2002
(see Note 4 of Notes to Consolidated Financial Statements). An
increase in market interest rates would increase our interest
expense and our cash requirements for interest payments. For
example, an average increase of 0.5% in the variable interest
rate would increase our interest expense and payments by

approximately $0.2 million,




CONSOLIDATED BALANCE SHEETS

{In thousands, except shares)

FEBRUARY 3. FEBRUARY 2.
2001 2002
ASSETS
Current Assers:
Cash 5 84.420 $ 38.044
Inventories 355.284 375,471
Other current assets 34.054 37.220
Total current assets +74.00+ 451,335
Property and Equipment. At Cosu
Land 2.778 5,778
Buildings 20,065 23.199
Leasehold improvements 130.117 154,398
Furnitare. fixtures and equipment 108.700 203,154
325,260 386.529
Less accumulated depreciation and anrortization {139.343) (175.475)
Net property and equipment 185.017 211.054
Other Assets, net 52,736 55.480
Total S7T13.317 8$717,869

LIABILITIES AND SHAREHOLDERS® EQUITY

Current Liabilities:

Acconnts pavable S 83.085 S 87.381
Accrued expenses +9.894 44.033
Current portion of long-rerm deby 2.508 2.359
Income taxes pavable 22.964 15.627
Total currenr liabilities 158.451 149,400
Long-Teem Deby 42,645 37.740
Ocher Liabilities 17,234 20.846
Toval Liabilities 218.330 207.986
Commitments and Contingencies {Note §)
Sharehalders” Equity:
Preferred stock. S.01 par value. 2.000.000 shares authorized. 1 share issued — —
Common srock. $.01 par value. 100.000.000 shares authorized.

42,231,809 and 42.368.715 shares issued 422 424
Capital in excess of par 189.656 191.888
Retained earnings 311.852 355,128
Accumulated other comprehensive loss (310) (3.198)

Toral 501.014 D4, 242
Treasury stock. 280,740 and 1.3065.304 shares at cost (6.627) (34.359)

Toral shareholders™ equity 404,087 500,883

Total S713.317 $717.869

The accompanying notes are an integral part of these consolidated financial statements,
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CONSOLIDATED STATEMENTS OF EARNINGS
For the Years Ended January 29, 2000, February 3, 2001 and February 2, 2002

(In thousands, except per share amounts)

FISCAL YEAR 1999 2000 2001
Net sales $1,186.748 | $1.333,501 | $1,273,154
Cost of goods sold, including buving and occupancy costs 747.782 818,835 822,043
Gross margin 438,966 514,666 451,111
Selling, general and administrative expenses 323,328 373,508 377,270
Combination expenses 14,707 — —
Operating income 100,931 141,158 73,841
Interest expense (net of interest income of

$1.568, 82,845 and $841, respectively) 2.580 839 2.867
Earnings before income taxes 98.351 140,319 70,974
Provision for income taxes 42,394 55,658 27,698
Earnings before extraordinary item 55,957 84,661 43,276
Extraordinary item, net of tax 2,912 — —
Net earnings S 53,045 | 8% 84,661 | S 43,276

Net earnings per basic share:
Earnings before extraordinary item ) 1.34 | 8 203 | 8 1.06
Extraordinary item, net of tax (0.07) — —

$ 127 |8 2.03 | 8 1.06

Net earnings per diluted share:
Earnings before extraordinary item S 1.32 | 8 2001 8 1.04
Extraordinary item, net of tax (0.07) — —

S 1251 % 2.001 8 1.04

Weighted average shares outstanding:

Basic 41.848 41,769 40,997

Diluted 42,452 42,401 41,446

The accompanyving notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF

SHAREHOLDERS"”

EQUITY

For the Years Ended January 29, 2000, February 3, 2001 and February 2, 2002

(In thousands. except shares)

ACCUMULATED

CAPITAL OTHER
COMMON |IN EXCESS RETAINED COMPREHENSIVE TREASURY
STOCK OF PAR EARNINGS {LOSS) INCOME STOCK TOTAL

BALANCE—lantuary 30. 1999 5393 S178. 144 S174.146 S (233) S (995) S351.455
Comprehensive income:

Net earnings — — 53045 — — 53.045

Translution adjustunent — — — 292 — 292

Total comprehensive income 53.337

Common stock issued to stoek

discount plan—+7.481 shares — 1.301 — — — 1.301
Common stoek issued upon

exercize of stock options—

67.201 shares 1 910 — — — 911
Commaon stock withheld 1o satisfy

tax withholding liabilities of

optionces—11.368 shares — (+13) — — — (413)
Conversion of stack opdons upon

combination wirh Moores — 1.237 — — — 1.237
Conversion of exchangeable shares

1o common stock—

1.515.029 shares 15 {(15) — — — —
Tux beneltt recognized upon

exercise of stock options — +18 — — — 418
Treasury stock purchased—

50.000 shares — — — — (1.273) {(1.273)
Treasury stock issued to profit

sharing plan—60.011 shares — 1.080 — — SRI) 2.000
BALANCE—January 29, 2000 109 182.0062 227101 50 (1.348) 408.973

Comprehenzive jnconme:
Net earnings
Transladon adjustment
Toral comprehensive income

84.001

Common stock issued 1o stock

discount plan—4+4.713 shares — 1.020 —
Common stoek issued upon

excreise of stock options—

248.653 shares 3 3.87+ —
Common stock withheld 1o sarisfy

tax withholding Habilities of

optionees—3.890 shares — (109} —

Conversion of exchangeable shares
to common stock—
084.353 shares

Tax benelit recognized upon

(10)

exercize of stock options — 1.382 —
Proceeds from sate of option
cOntracts _ 020 _

Treasury stock purehased—
335.000 shares

Treasury stoek iszued 1o profit
sharing plan—103.627 shares

84.661
(375)
84.286

1.020

3.877

(109)

2.500
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ACCUMULATED

CAPITAL OTHER
COMMON [N EXCESS RETAINED COMPREHENSIVE TREASURY
STOCK OF PAR EARNINGS (LOSS) INCOME STOCK TOTAL
BALANCE—February 3, 2001 422 189,656 311,852 (316) (6,627) 494,987
Comprehensive income:
Net earnings — 43.276 — 43.276

Translation adjustment — — — {2,157) — {2.157)
Cumulative effect of accounting
change on derivative

instruments — — — (331) — (331)
Change in derivative fair value — — — (394) — (394)
Total comprehensive income 40,394
Common stock issued to stock
discount plan—56.617 shares 1 940 — — — 941

Common stock issued upon
exercise of stock options—

79,479 shares 1 1.211 — — — 1,212
Tax benefit recognized upon

exercise of stock options — 258 — — — 258
Treasury stock purchased—

1,185,000 shares — — — — (30,409) (30,409)
Treasury stock issued to profit

sharing plan—106,382 shares — (177) — — 2.677 2,500
BALANCE—February 2, 2002 $424  $191,888 $355,128 $(3,198) $(34,359)  $509,883 |

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended January 29, 2000, February 3, 2001 and February 2, 2002
(In thousands)

FISCAL YEAR 1999 2000 2001

Cash Flows From Operating Activities:

Net earnings 553.045 584.061 S43.276

Adjusunents wo reconcile net earnings to net cash
provided by operating activities:

Fxtranrdinary item. net of tax 2.0912 — —
Depreciation and amortization 30.082 34.68 41,949
Deferred tax provision (henefir) (1.430) 6.028 3.354
Stock option compensation expense 889 — —
Duplicate faciliey costs +4.004 — —
Inerease ininventories (15.737) (36.632)| (22.773)
[nevease in other assets (1.844) (8.341) (8.995)
Inerease in accounts pavable and accerued expenses 24,475 1.534 719
Increase (decrease) in income taxes pavable 4,445 12.262 {6.949)
fnerease in other liabilities 444 500 1.721
Net cash provided by operating activities 101.285 94.701 52.302
Cash Flows From Investing Activities:
Capital expenditures. net (47.506) (79.411)| (64.777)
ivesument in trademarks. tradenames and other assets (321) (3.989) (1.590)
Maturities of short-term investments 8.525 —
Purchases of shori-term investments (2.500) — —
Purchases of minority interest (2.135) — —
Net cash nsed ininvesting activities (43.937) (83.400) 1 {66.367)

Cash Flows From Finaneing Activities:

Proceeds from issuance of common stock 2.212 4.897 2.153
Long-term borrowings 19.688 —_ —
Principal pavinents on fong-term debr (60.113) (2.518) (2,407)
Deferved financing and merger cosis (625) — —
Proceeds from sale of option contracts — 029 —
Tax pavments related to options exereised (413) 109) —
Purchase of treasury stock (1.273) (7.871)] (30.,409)
Net cash used in inancing activities (10.524) (4.672)1  (30.663)
Effect Of Exchange Rate Changes On Cash (38) (1) (1,054)
[nerease (Decrease) In Cash 46.786 6.628 (45.782)
Cash:
Beginning of period 31.012 77.798 84.426
Lnd of period 877.798 584.420 $38.644
Supplemental Disclosures of Cash Flow Information:
Cash paid during the vear for:
lntevest $ +4.339 S 3.353 $§ 3,468
e ’7 v 4) . ak
Income taxes 5$39.417 S38.341 $32,539
Supplemental Schedule of Nonecash Investing and Financing Activities:
Additional capital in excess of par resulting from tax benetis
recognized upon exercise of stock options S 418 $ 1.3682 $ 258
Additional capital in excess of par resulting from conversion of stock
options upon combination with Moores S 1.237 S — $ —
Treasury stock contributed to emplovee stock plan S 2.000 $ 2.500 $ 2.500
The cccompanying notes are an integral part of these consolidared financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Years Ended January 29, 2000, February 3, 2001 and February 2, 2002

NOTE 1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Organization and Business The Men’s Wearhouse, Inc. and
its subsidiaries (the “Company”) is a specialty retailer of
menswear. We operate throughout the United States primarily
under the brand names of Men’s Wearhouse and K&G
and under the brand name of Moores in Canada. We follow the
standard fiscal vear of the retail industry, which is a 52-week or
53-week period ending on the Saturday closest to January 31.
Fiscal yvear 1999 ended on January 29, 2000, fiscal vear 2000
ended on February 3, 2001 and fiscal year 2001 ended on

Februarv 2, 2002. Both fiscal years 1999 and 2001 included 52

weeks. Fiscal year 2000 included 53 weeks.

Principles of Consolidation The consolidated financial
statements include the accounts of The Men’s Wearhouse, Inc.
and its whollv owned or controlled subsidiaries. Intercompany
accounts and transactions have been eliminated in the
consolidated financial statements. Financial data for all periods
presented reflect the retroactive effect of the February 1999
combination with Moores Retail Group Inc. (“Moores™) and the

June 1999 combination with K&G Men’s Center, Inc. (“K&G”),

both accounted for as a pooling of interests (see Note 2).

Use of Estimates The preparation of financial statements in
conformity with generally accepted accounting principles
requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ

from those estimates.

Reclassifications  Certain prior vears’ balances have been
reclassified to conform with classifications used in the cur-

rent year.
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Cash  Cash includes all cash in banks, cash on hand and all
highly liquid investments with an original maturity of three

months or less,

Inventories Inventories are valued at the lower of cost or
market, with cost determined on the first-in, first-out method
and the retail cost method. Inventory cost includes procurement

and distributdon costs (warehousing, freight, hangers and

merchandising costs) associated with ending inventory.

Property and Equipment Property and equipment are stated
at cost. Normal repairs and maintenance costs are charged to
earnings as incurred and additons and major improvements
are capitalized. The cost of assets retired or otherwise disposed
of and the related allowances for depreciation are eliminated
from the accownts in the vear of disposal and the resulting gain
or loss is credited or charged to earnings.

Buildings are depreciated using the straight-line merhod
over their estimated useful lives of 20 to 25 vears. Depreciation
of leaschold improvements is computed on the straight-line
method over the term of the lease or useful life of the assets,
whichever is shorter. Furniture, fixtures and equipment are
depreciated nsing primarily the straight-line method over their

estimated useful lives of three to ten vears.

Other Assets Other assets consist primarily of goodwill and
the cost of trademarks, tradenames and other intangibles
acquired. These assets are being amortized over estimated

useful lives of 15 to 30 years using the straight-line method (see

“New Accounting Pronouncements” herein).

Impairment of Long-Lived Assets We evaluate the carrving
value of long-lived assets, such as property and equipment and
amortizable intangibles, for impairment whenever events or

changes in circumstances indicate that the carrving amount of

an asset may not be recoverable. If it is determined, based on




estimated undiscounted future eash tlows, that an impairment
has ocevreed. a loss s vecognized curvently for the impairinent

{see "New Acconnting Pronounceinents™ herein).

Fair Value of Financial Instruments  \s of February 3. 2001

and February 20 20020 management estimates that the {air
vadue of cash. recvivables. accounts pavables acerued expenses
and dong-term debr are carried at amounts that reasonably

approximate their fair value,

New Store Costs  Promotion and other costs associated with

the opening of new stores are expensed as incnrred.

Advertising  Advertising costs are expensed as incurred o in
the case of media production costs. when the commercial first
airs. Advertizing expenses were 3045 million. 8097 million.

and 561.2 million in fiseal 19992000 and 2001, respectively.

Revenue Recognition  Revenue is recozuized at the tine of sale

and delivery, nec of a provision for estimated sales retarns,

Stock Based Compensation
Financial Aecounting Standards Noo 1230 “Accounting for
Stock-Based Compensation™ ("SFAS Noo 1237)0 we aceount
for stock-based compensation using the intrinsic value method
prescribed in Accounting Principles Board Opinion No. 25,

“Accounting for Stwek bsued o Emplovees.” The diselosures

required by SFAS Noo 123 are included in Nowe 7

Derivative Financial fnstruments  We cnter into foreign
curreney forward exchange contracts o hedge against foreign
exchange risks associated with certain firmhy commitred. und
certain other probhabte. hut noc firmly comminted. inventory
purchase transactions that are denominated in a foreign curreney
{primarily the Furo). Gains and losses associated with these

contracts are accormted for as part of the anderlving inventory

purchase transactions (see “Accounting Change™ herein)

Foreign Currency Translation  Assets and liahiliies of foreign

substdiaries are translated into U dollars ac the excliange

As permitted by Statement of
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rates in effect at each halanee sheet date. Sharcholders™ equity
ix translated ac applicable historical exchange rates. Income.
expense and cash flow items are translated at average exchange
rates during the vear. Resuliing translation adjustments are

reported ax a separate contponent of sharehiolders” equity.

Comprehensive Income  Comprehensive income includes alt

changes n equity during the period presented that result from
transactions and other economie events other than transactions

with shareholders.

Segment Information We consider our husiness one

as
operating segment based on the similar economie characteristics
of our three brands. Revenues of Canadian rewail operations

-

were 51332 million. S143.7 million and S144.0 million for
(iscal 19992000 and 2001, vespectively, Long-lived assets of
our Canadian operations were 333.9 million and $32.8 million

as of the end of fiscal 2000 and 2001, respectively.

Accounting Change We adopted Statement of Financial

Accomting Standards Noo 1330 “Accounting for Derivative

("SFAS 1337). as

Instraments and  Hedging  Activities”

amended. on February 40 2001, In accordance with the
transition provisions of SFAS 133, we recorded a camularive
loss adjustment of $0.5 million (30.3 nitlion. net of rax) in
accumnulated other comprehensive loss relared primarily (o
the unrealized losses on foreign curreney exchange contraces.
whicl were designated as cash-flow hedging instruments. The

disclosures required by SFAS Noo 133 are included in Note 8.

New Accounting Pronouncements  1n June 2001, the Financial
Accounting Standards Board ("FASB) issued two new
pronouneements: Statements  of - Financial Accounting
Standards No. 141, “Business Combinations™ ("SFAS 1417).
and Noo 1420 Goodwill and Other Intangible Assets™ (“SFAS
14279, SFAS T4 requires all business combinations completed
after June 300 2001 o be acconnted for using the purchase

method and eliminates the pooling of nterests method, SFAS




142 eliminates the amortization of goodwill and indefinite-lived
intangible assets and is effective for fiscal years beginning afrer
December 15, 2001. We will adopt SFAS 142 at the beginning
of fiseal 2002, which will eliminate approximately $2.8 million
of amortization expense related to the $35.6 million unamortized
cost of such assets as of February 2, 2002. Amortization
expense recognized in fiscal 2000 and 2001 for these assets
was $3.2 million and $2.8 million, respectively. Based on the
results of our preliminary evaluation of the impairment testing
provisions of SFAS 142, we do not expect the adoption of this
statement to have a material effect on our financial position or
results of operations in the foreseeable future.

In June and August 2001, the FASB issued Statement
No. 143, “Accounting for Asset Retirement Obligations” (“SFAS
1437), and Statement No. 144, “Impairment or Disposal of
Long-lived Assets” (“SFAS 1447). SFAS 143 addresses the
accounting and reporting for obligations associated with
the retirement of tangible long-lived assets and the associated
retiremnent costs and is effective for fiscal vears beginning after
June 15, 2002, SFAS 144 provides a single accounting model
for the impairment or disposal of long-lived assets and is
effective for fiscal vears beginning after December 15, 2001. Our
adoption of these statements is not expected to have a material

impact on our financial position or results of operations.

NOTE 2. BUSINESS COMBINATIONS

AND ACQUISITIONS

On February 10, 1999, we combined with Moores, a privately
owned Canadian corporation, in exchange for securities
(“Exchangeable Shares”) exchangeable for 2.5 million shares
of our common stock. The Exchangeable Shares were issued to
the shareholders and option holders of Moores in exchange for
all of the outstanding shares of capital stock and options
of Moores because of Canadian tax Jaw considerations. As of

February 3, 2001, all Exchangeable Shares, which had
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substantially identical economic and legal rights as shares of
our common stock, had been converted on a one-on-one basis
to our common stock As of January 29, 2000, there were
1.0 million Exchangeable Shares that had not yvet been
converted but were reflected as common stock outstanding for
financial reparting purposes by the Company. The combination
with Moores has been accounted for as a pooling of interests.
On June 1, 1999, we combined with K&G, a superstore
retailer of men’s apparel and accessories operating 34 stores in
16 states. We issued approximately 4.4 million shares of our
common stock 10 K&G shareholders based on an exchange ratio
of 0.43 of a share of our common stock for each share of K&G
common stock outstanding. In addition, we converted the
outstanding options to purchase K&G common stock, whether
vested or unvested, into options to purchase 228.000 shares of
our common stock based on the exchange ratio of 0.43. The
combination has been accounted for as a pooling of interests.
In conjunction with the Moores and K&G combinations,
we recorded transaction costs of $7.7 million, duplicative store
closing costs of $6.1 million and litigation costs of $0.9 million.
The transaction costs were composed primarily of investment
banking fees, professional fees and contract termination
pavments, while the duplicative store closing costs consisted
primarily of lease termination payments and the write-off of
fixed assets associated with the closing of duplicate store sites
in existing markets. The litigation charge resulted from the
settlement of a lawsuit filed by a former K&G emplovee related
to his employment relationship with K&G. In addition, we
recorded an extraordinary charge of $2.9 million, net of a
$1.4 million tax benefit, related to the write-off of deferred
financing costs and prepayment penalties for the refinancing of

approximately US$57 mullion of Moores” indebtedness.




NOTE 3. EARN GS PER SHARE

Basic EPS is computed using the weighted average number of
common shares ourstanding during the period and net earnings.
Diluted EPS gives effect to the porential dilution which would
have occurred if additional shares were issued for stock oprions
exercised under the treasury stock method. The following able
reconciles the earnings and shares used in the basic and diluted

EPS computations (in thousands. except per share amounts):

FISCAL YEAR 1999 2000 2001

Earnings before
extraordinary item $55.957
Extraordinary item.

$84.661 | $43.270

net of tax 2,912 — —
Net earnings $53.045 | S84.661 | $43.276
Weighied average

number of common

shares outstanding 41.848 41.769 40,997

Basic EPS
Earnings before
extraordinarvitem | § 134 | 8 203 | $ 1.00
Extraordinary item.
net of rax

8 12783 203, % 1.006

Net carnings

Weighred average
& fd
number of common

shares outstanding 41.848 41.769 40.997
Assumed exercise of
stock options 004 632 449
As adjusted 42,452 42.401 41,446
Diluted EPS
Earnings before
extraordinary itetn | S 1321 8 200 (S 1.04
Extraordinary irem.,
net of rax {0.07) — —
Net carnings $ 12508 20018 1.04

NOTE 4. LONG-TERM DEBT

We have a revolving credic agreement with a group of banks

(the “Credit Agreement”™) that provides for borrowing of up o

$125 million through February 5. 2004. Advances under the
Credit Agreement bear interest at a rate per annum equal to, at
our option, the agent’s prime rate or the reserve adjusted LIBOR
rate plus a varving interest rate margin. The Credit Agreement
also provides lor fees applicable to unused commitments. As
of February 3, 2001 and February 2, 2002, there was no
indebtedness outstranding under the Credit Agreement.

The Credit Agreement contains various restrictive and
financial covenams, including the requirement to maintain a
mirimum level of net worth and certain financial rarios. The
Credit Agreement also prohibits payment of cash dividends on
our common stock. We are in compliance with the covenants in
the Credit Agreement.

In addition, we have two Canadian credit facilities: a
revolving credit agreement which provides for borrowings up
o Can$30 million (US$19 million) through February 5, 2004
and a term credit agreement under which we borrowed
Can875 million (US$47 million) in February 1999, The term
credit borrowing is pavable in quarterly installments of
Can$0.9 million (US$0.6 million) beginning May 1999, with
the remaining unpaid principal pavable on Februarv 5, 2004.
The effective interest rate for the term credit borrowing was
6.3% and 2.8% at February 3, 2001 and February 2. 2002,
respectively. Covenants and interest rates are substantially
similar ro those conrained in our Credit Agreement. As of
February 3, 2001 and February 2. 2002, there was [1S$45.2
million and 1:8840.1 million ourstanding under these credit
agreements. respectively.

Marturities of our long-rerm debr are as follows: 2002—
S2.4 million: 2003—82.4 million: 2004—$35.3 million.

We utilize letters of credit primarily for inventorv
2002,

purchases. At February 2. letters of credit totaling

approximately 87.7 million were issued and outstanding.




NOTE 5. INCOME TAXES

The provision for income taxes consists of the following

(in thousands):

FISCAL YEAR 1999 2000 2001
Current tax expense:
Federal $33.346 | $37,092 | $14.607
State 5,652 4,896 1.715
Foreign 4,826 7.642 8.022
Deferred tax expense
(benefit):
Federal and state (1,049) 6,080 3,088
Foreign (381) (52) 266
Total $42.394 | 855,658 | $27,698

The table above does not include the tax benefit of
$1.4 million in fiscal 1999 related to extraordinary items.
In addition, no provision for U.S. income taxes or Canadian
withholding taxes has been made on the cumulative
undistributed earnings of Moores (approximately $33.3 million
at February 2, 2002) since such earnings are considered to be
permanently invested in Canada. The determination of anv
unrecognized deferred tax liability for the cumulative
undistributed earnings of Moores is not considered practicable
since such liabiliry, if any, will depend on a number of factors
that cannot be known until such time as a decision to repatriate
the earnings might be made by management.

A reconciliation of the statutory federal income tax rate 10

our effective tax rate is as follows:

FISCAL YEAR 1999 2000 2001
Federal statutory rate 35% 35% 35%
State income taxes, net of
federal benefit 4 3 2
Nondeductible transaction
COSsts 3 — —
Other 1 2 2
43% 40% 39%
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At February 3, 2001, we had net deferred tax liabilities of
$0.3 million with $10.4 million classified as other current assets
and $10.7 million classified as other liabilities (noncurrent).
At February 2. 2002, we had net deferred tax liabilities of
$3.7 million with $8.4 million classified as other current assets
and $12.1 million classified as other liabilities (noncurrent}. No
valunation allowance was required for the deferred tax assets.
Total deferred tax assets and liabilities and the related temporary
differences as of February 3, 2001 and February 2, 2002 were

as follows (in thousands):

FEBRUARY 3, FEBRUARY 2,

2001 2002
Deferred tax assets:
Accrued rent and
other expenses $ 4.887 S 5,368
Accrued
compensation 1,554 1.795
Accrued markdowns 3,031 1,709
Deferred
intercompany
profits 2.422 2.526
Other 1.217 900
13,111 12,298
Deferred tax
liabilities:
Capitalized
inventory costs (2,282) (2,978)
Property and
equipment (9,785) (11,449)
Intangibles (846) (665)
Other (454) (945)
(13,367) {16,037)
Net deferred
tax liabilities § (256) $(3.739)




NOTE 6. OTHER ASSETS
ACCRUED EXPENSES

AND

Other assets consist of the following (in thousands):

FEBRUARY 3, FEBRUARY 2.

2001 2002
Goodwill and other
intangibles $53.995 §53.921

Accumulated

amortization (11.301) (14.244)
42 694 39.677

Deposits and other 10.042 15.803
Total $52.7306 $55.480

Acerued expenses consist of the followtng (in chousands):

Sales. pavroll and

propertv taxces

payvable S10.343 S 0.795
Acerued salary. bonns

and vacation 14.131 16.132
Acerued workers

compensation and

medical costs 5,418 +.1067
Unredeemed gift

certificates 5.8006 8.072
Other 14.1360 8.807

Total $40.890+4 $44.033

NOTE 7. CAPITAL STOCK,

AND BENEFIT

STOCK OPTIONS
PLANS

As a result of the June 1999 merger (see Note 2). the shares of

K&G common stock issued were converted into 37.953 shares
of our common stock based upon an Exchange Ratio of 0.43. In
January 2000, the Board of Directors authorized the repurchase
of up o one million shares in the open market or in private
transactions, dependent on the marker price and other
considerations. On January 31, 2001, the Bourd of Directors
authorized an expansion of the stock repurchase program

for up o an additional two million shares of our common
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stock. During 2000 and 2001, we repurchased 335,000 and
1.185.000 shares ol our commmon stock under this program at a
coxt of $7.9 million and $30.4 million, respectively.

We have adopred the 1992 Srock Option Plan (71992
Plan™) which. s amended. provides for the grant of options 1o
purchase up 1o 1.071.507 shares of our connnon stock to full-
time key emplovees (excluding certain officers). the 1996 Srock
Option Plan (71996 Plan™) which. as amended. provides for
the grant of options 1o purchase up 10 1,850,000 shares of our
common stock o full-time key emplovees (excluding certain
officers). and the 1998 Kev Finployee Stock Option Plan
(71998 Plan™} which. as amended, provides for the grant of
options 1o purchase up 1o 2,100,000 shares of our common
stock to full-time key employees (excluding certain officers).
The 1992 Plan expired in February 2002 and each of the other
plans will expire at the end of ten vears; no option may be
granted pursuant (o the plans after the expiration date. In fiscal
1902 we also adopted a Non-Einplavee Divectar Stock Option
Plan (“Director Plan™) which. as amended. provides for the
arant of options 1o purchase up to 167.500 shares of our
common stock o non-cmplovee directors of the Company. In
2001, the Director Plans termination date was extended o
February 23, 2012, Options granted under these plans must be
exercised within ten years of the date of grant.

Generally, options granted under the 1992 Plan. 1996
Plan and 1998 Plan vest ar the rare of 1/3 of the shares covered
by the grant on each of the firse three anniversaries of the date
of grant and may not be issned at a price less than 50% of the
fair market value of our stock on the date of grant. However, a
significant portion of options granted under these Plans vest
annually i varving increments over a period from one o ten
vears. Options granted under the Director Plan vest one vear
after the date of granc and are issued at a price equal to the fair

market value of our stock on the date of grant.




As discussed in Note 2, we converted options to purchase K&G common stock into options to purchase shares of our common

stock in connection with the combination with K&G. The following table is a summary of our stock option activity:

Options outstanding

Granted
Exercised

Forfeited

Options outstanding

Granted
Exercised

Forfeited

Options outstanding

Granted

Exercised
Forfeited

Options outstanding

Grants of stock options outstanding as of February 2, 2002 are summarized as follows:

, January 30, 1999

, January 29, 2000

. February 3, 2001

. February 2, 2002

OPTIONS OUTSTANDING

WEICHTED

SHARES AVERACGE
UNDER EXERCISE OPTIONS
OPTION PRICE EXERCISABLE
2,056,978 $19.46 740,635
142,557 23.46
(67.201) 13.08
(79.374) 39.19
2,052,960 19.18 1,063,649
741,745 23.72
(248.,653) 15.59
(111,691) 22.74
2,434,361 20.76 1,262,993
498,490 20.45
(79,479) 15.24
(58,933) 23.54
2,794,439 $20.80 1,594,171

OPTIONS E

XERCISABLE

WEIGHTED -
AVERAGE

WEIGHTED -

WEICHTED -

RANGE OF REMAINING AVERAGE AVERAGE
EXERCISE NUMBER| CONTRACTUAL EXERCISE NUMBER EXERCISE
PRICES OUTSTANDING LIFE PRICE EXERCISABLE PRICE

$ 3.851t015.00 343,517 2.8 Years $10.81 304,140 $10.71
15.01 to 25.00 2,159,067 7.2 Years 20.89 1,049,648 19.96
25.01 to 50.00 291,855 6.6 Years 31.92 240,383 32.28
8 3.85 10 50.00 2,794.439 $20.80 1,594,171 $20.05
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As of February 2. 2002, 1,630.033 options were available
for grant under existing plans and +.433.472 shares of common
stock were reserved Tor future issuance under these plans.

The difference between the option price and the fair
market vatue of our common stoek on the dates thac options for
07.201. 248.653 and 79.479 shares of common stock were
exercised during 19992000 and 2001, respectively, resulted in
avtax benefit to us of 304 million in 199981 .4 million in 2000
and 30.3 million in 2001, which has heen recognized as capital
i excess of par. In additon, we withheld 11.308 shares and
3.890 shares during 1999 and 2000. respectivelv. of such
corrunon stock for withholding paviments made o satistv the
optionees” income tax liabilities vesulting from the exereises.

We have a profic sharing plan. in the form of an employee
stock  plan. which covers all eligible emplovees. and an
cwiplovee rax-deferred savings plan. Contributions to the profit
sharing plan are made at the diseretion of the Board of
Directors. During 1999. 2000 and 2001, contributions charged
o operations were $2.8 million. $2.9 million and $0.4 million,
respectively. Tor the plans.

In 1998, we adopted an Employee Stock Discount Plan

("ESDP™) which allows emplovees 1o authorize  after-tax
pavroll deductions to be used for the purchase of up 1o
1.425.000 shares of vur common stock at 85% of the lesser of
the fair marker value on the first day of the offering period or
the fair market value on the last day of the offering period. We
ke no contributions 10 this plan but pay all brokerage.
service and other costs incuarred. A participant may  not

purchase more than 32.500 in value of shares during any

calendar quarter. During 2000 and 2001 emplovees purchased

SDP. the

+4.713 and 56.617 shares. respectively. under the E

weighted-average fair value of which was §22.82 and 516.03
per share. respectively. As of Febrouary 2. 2002, 1.254.601

shares were reserved for future issuance under the ESDP.

We have adopted the disclosire-only provisions of SFAS

No. 123 and continue to apply APB Opinion 25 and relared
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interpretations in accounting for the stock option plans and the
emplovee stock purchase plan. Had we elecred to apply the
accounting standards of SFAS No. 123, our net earnings and
net earnings per share would have approximated the pro forma

amounts indicated below (in thousands. except per share data):

FISCAL YEAR 1990 2000 2001
Farnings before

extraordinary item:
As reported S84.061 | $43.276

Pro forma $81.505 | $40.147
Earnings per
N .
share before
extraordinary iten:
As reported:

Basic $ 134§ 203§ 1.06

Dituted S 1321 % 2001 % 1.04
Pro forma:

Basic s 1.28 951 8 098

Diluted S 12608 19218 0.97

The fair value of each option grant is estimated on the

date of grant using the Black-Scholes option-pricing model,

which rezulted in a weighted-average fair value of $14.01,
$13.82 and $11.47 for grants made during fiscal 1999, 2000
and 2001, respectively. The following assumptions were used
for opdon grants in 1999, 2000 and 2001, respectively:
expected volatility of 52.92%. 54.71% and 54.01%. risk-free
interest rates (LS. Treasury five vear notes) of 5.31%, 6.67%

-

and 4.57%. and an expected life of six vears,

NOTE 8. COMMITMENTS
AND CONTINGENCIES

Lease Commitments We lease retail business locations, olfice
and warchouse facilities, computer equipment and automotive
equipment under operating leases expiring in various vears
through 2016, Reut expense for fiscal 1999, 2000 and
2001 was 3015 million. S71.8 million and $78.3 million.
respectively. and includes contingent rentals of S0.4 million,

i

$0.4 million and $0.3 million. respectively. Minimum furure




rental payvments under noncancelable operating leases as of
February 2, 2002 for each of the next five vears and in the

aggregate are as follows (in thousands):

FISCAL YEAR AMOUNT
2002 $ 81,459
2003 75,962
2004 68,232
2005 58,729
2006 46,459
Thereafter 113,308
Total $444,149

Leases on retail business locations specify minimum
rentals plus common area maintenance charges and possible
additional rentals based upon percentages of sales. Most of the
retail business location leases provide for renewal options at
rates specified in the leases. In the normal course of business,

these leases are generally renewed or replaced by other leases.

Legal Matters On May 11, 2001, a lawsuit was filed against
the Company in the Superior Court of California for the County
of San Diego, Cause No. GIC 767223 (the “Suit”). The Suit,
which was brought as a purported class action, alleges several
causes of action, each based on the factual allegation that we
advertised and sold men’s slacks at a marked price that was
exclusive of a hemming fee for the pants. The Suit seeks:
(i) permanent and preliminary injunctions against advertising
slacks at prices which do not include hemming; (ii) restitution
of all funds allegedly acquired by means of any act or practice
declared by the Court to be unlawful or fraudulent or to
constitute unfair competition under cerrain California statutes,
(ili) prejudgment interest; (iv) compensatory and punitive
damages; (v) attornev’s fees: and (vi) costs of suit. We believe
that the Suit is without merit and the allegations are contrary
to customary and well recognized and accepted practices in the
sale of men’s tailored clothing. The complaint in the Suit was
amended to add similar causes of action and

subsequently

requests for relief based upon allegations that our alleged
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“claims that [it] sell[s] the same garments as department stores
at 20% to 30% less” are false and misleading. We believe that
such added causes of action are also without merit. The court
has not vet decided whether the action may proceed as a class
action. The Company intends to vigorously defend the Suit.

In addition, we are a defendant in various lawsuits
and subject to various claims and proceedings encountered
in the normal conduct of our business. In the opinion of
management, any uninsured losses that might arise from these
lawsuits and proceedings would not have a material adverse
effect on our business or consolidated financial position or

results of operations.

Currency Contracts In connection with our direct sourcing
program, we may enter into purchase commitments that are
denominated in a foreign currency (primarily the Euro). Our
policy is to enter into foreign currency forward exchange
contracts to minimize foreign currency exposure related to
forecasted purchases of certain inventories. Under SFAS 133,
such contracts have been designated as and accounted for as
cash flow hedges. The settlement terms of the forward contracts,
including amount, currency and maturity, correspond with
payment terms for the merchandise inventories. As a result,
there is no hedge ineffectiveness to be reflected in earnings. At
February 2, 2002, the Company had 20 contracts maturing in
varving increments to purchase an aggregate notional amount
of $16.9 million in foreign currency, maturing at various dates
through January 2003.

The changes in the fair value of the foreign currency
forward exchange contracts are matched to inventory purchases
by period and are recognized in earnings as such inventory
is sold. The fair value of the forward exchange contracts is
estimated by comparing the cost of the foreign currency to be
purchased under the contracts using the exchange rates
obtained under the contracts (adjusted for forward points)

to the hypothetical cost using the spot rate at year end. We




expect to recognize in earnings through Februarv 1. 2003
approximately S0.7 million, net of tax. of exizting net losses

presenily deferred in accumulated other comprehensive foss.

Option Contracts During 2000. we issued three separate
option contracts under which the contract counterparties had

the option 1o require us o purchase 650.000 shares of our

commuon stock at specific strike prices per share. We received

premiums of 0.9 million for issuing these conracts, all of

which expired unexercised.

NOTE 9. QUARTERLY
OPLERATIONS

RESULTS OF
(UNAUDITED)

Our quarterly results of operations rellect all adjustments,
consisting only of normal. recurring adjustinenrs. which are,
in the opinion of management. necessary for a fair statement
of the results for the interim periods presented. The
consolidated results of operations by quarter for the 2000 and
2001 tiscal vears are presented below (in thousands, excepr per

share amounts):

FISCAL 2000 APRIL 29, JULY 29 OCTOBER 28, FEBRUARY 3.
QUARTERS ENDED 2000 2000 2000 2001
Net sales 3287.876 $294.505 $304,198 5446,922
Gross margin 104.313 110.652 115,180 184,521
Net carnings S 13.428 S 15.965 $ 17,008 $ 38.2600
Basic EPS S 0.32 S 0.38 b 0.41 3 0.91
Dilured EPS S 0.32 g 0.3¢ 3 0.40 o 0.90
FISCAL 2001 MAY 5. AUGCGUST 4. NOVEMBER 3, FEBRUARY 2,
QUARTERS ENDED 2001 2001 2001 2002
Net sales S304.051 5297.153 $285.608 8385,742
Cross margin 111.688 108.295 97.072 134,056
Net earnings § 12,742 $ 10,250 $ 3.977 $§ 16,307
Basic EPS 3 0.31 h 0.25 s 0.10 5 0.40
Diluted EPS S 0.31 5 0.25 S 0.10 » 0.39

Due 1o the method of calcularing weighted average

common shares ourstanding. the sum of the quarterly per

H}léi['f‘ amounts

Fespective vears.
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may

not equal earnings per share for the




INDEPENDENT

Board of Directors and Shareholders
The Men’s Wearhouse, Inc.

Houston, Texas

We have audited the accompanying consolidated halance sheets
of The Men’s Wearhouse, Inc. and irs subsidiaries (the
“Company”) as of February 2, 2002 and February 3, 2001, and
the related consolidated statements of earnings, shareholders’
equity, and cash flows for each of the three vears in the period
ended February 2, 2002, These financial statements are the
responsibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing
standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our

audits provide a reasonable basis for our opinion.

AUDITORS”’
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REPORT

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial position of
the Companv as of February 2, 2002 and February 3, 2001,
and the results of its operations and its cash flows for each of
the three years in the period ended February 2, 2002 in
conformity with accounting principles generally accepted in the
United States of America.

As discussed in Note 1 to the consolidated financial
statements, the Company changed its method of accounting for
its foreign currency forward exchange contracts effective
February 4, 2001, to conform with Statement of Financial
Accounting Standards No. 133, “Accounting for Derivative

Instruments and Hedging Activities,” as amended.

Rbdzf;% J Tt e&P

Houston, Texas

February 25, 2002




THE MEN’S WEARHOUSE,

INC. STORE LIST

680 total stores as of February 2, 2002

MEN'S WEARHOUSE / 497 STORES

Alabama (5)
Arizona (11)
Arkansas (1)
(7)
Colorada (12)
¢

Connecticut (8)

California

Delaware (2)

District of Columbia (1)
Florida (30)

Georgia (15)

fdabio (1)

Nlinois (23)
Indiana (8)
lowa (2)
Kansas (3)
Kentueky (3)
Louisiana (4)
Marvland (12)
Massachusetts (14)
Michigan (20)
Miunesota (10)
Missinsippi (1)

Missouri (9)
Nebraska (3)
Nevada (5)

New Hampshire (3)
New lersev (13)
New Mexico (2)
New York (20)
North Carolina {12)
Ohio (17)
Oklahoma (3)
Oregon (8)

Pennsvlvania (20)
Rhode [sland (1)
South Carolina (3)
Sourh Dakota (1)
Tennessee (9)
Texas (46)

Uiah (5)

Virginia (17)
Washingron (13)
Wisconsin (7)
Maine (1)

K&GC / 70 STORES

California (5)
Colorado (2)
Connecticur (1)
Florida (2)
Georgia (7)
Winois (4)

Indiana (1)
Kansas (1)
Louisiana (1)
Marvland (1)
Massachusets (3)
Michigan (5)

Minnesota (2)
New Jersey {
New York (2
North Carolina (1)
Ohio (5)

Missonri (1)

5)
)

Pennsylvania (2)
Tennessee (1)
Texas (12)
Virginia (1)
Washington (2)

MOORES CLOTHING FOR

MEN / 113 STORES

Alberta (12)
British Columbia (14)
Manitoba (5)

New Brunswick (3)

Newloundland (1)
Nova Scotia (3)

Ontario (49)
Prince Fdward Island (1)

Quebec (23)
Saskatchewan (2)
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Executive Offices
40650 Encvelopedia Circele
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Form 10-K

A copy of the Company’s
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with the Securities and Exchange
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without charge by writing:

The Men’s Wearhouse, Inc.
¢/o Investor Relations
5803 Glenmont Drive
Heuston, Texas 77081

CORPORATE INFORMATION

The Men's Wearhouse, Inc. on the Internet.

You can visit the Company's home page on the lnternet at menswearhouse.com

Market for the Company’s Common fquity and Related Stockholder Matters.

Our common stoek is traded on the New York Stock Exchange under the symbol “MW.”
Prior to October 2. 2000, the Company’s stock was traded on the NASDAQ Nadonal
Market Svstem under the symbol “MENS.” Prior to Aprit 3. 2000. the Company’s stock
was traded on the NASDAQ National Market System under the svimbol “SUIT™. The
following table sets forth. on a per share basis for the periods indicared, the high and low
sale prices per share for our common stock as reported by the New York Stock Exchange

and the NASDAQ National Marker Svstem.

HIGH LOW
FISCAL YEAR 2000
First quarter ended April 29. 2000 $30.00 520.00
Second quarter emded July 29,2000 26.50 17.25
Third quarter ended October 28, 2000 34.00 24.50
Fourth quarter ended February 3. 2001 3.3.07 21.00
FISCAL YEAR 2001
First quarter ended Mayv 5. 2001 532,49 520.50
Second quarter ended Angust 4. 2001 30.00 22.35
Third quarter ended November 3, 2001 26.60 17.00
Fourth quarter ended February 2.2002 24.01 17.87
On April 19. 2002, there were approximately 1.280 holders of record and approximately

7.100 beneheial holders of our common stock,

We have not paid cash dividends on our common stock and for the foreseeable furure
we intend (o retain all of our earnings for the future operation and expansion of vur busi-
iness. Our eredit agreement prohibits the pavinent of cash dividends on our commeon stock

{see Note 4 of Notes to Consolidated Financial Statements).
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